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1. Glossary ofAbbreviation

Lhluation Report

Abbreviation Definition
BSE Bombay Stock Exchange
CCM Comparable Companics Multiple Method
Comparable Companies Comparable Companies In Similar Linc Of Business
DCF Mcthod Dlscounted Cash Flow' Method
FCF Free Cash Flou's
EBITDA Eamings Before Interest, Ta1 Depreciation And Amortisation
EV Enterpnse Value
IVS ICA I Valuation Standards
ICAI Institute Of Chartered Ac€ountants Of lndla

Maragement Management Of Welspun Steel Lrmited and Welspun Specialty
Solutrons Limited

NSE Natronal Stock Exchange
Steel Business or SB Stcel Business of WSL
SOTP Sum of the Parts

Scheme Scheme of Arrangement Under Sectron 230 To 232 of the Companies
AcL 2013

Valuation Date Junc 25. 2021
WAP Weightcd Avcrage Pnce
WSL Welspun Steel Limited
WSSL Welspun Specialtl, Solutions Limited
WCL Wclspun Corp Limited
WCPGL Welspun Captive Powcr Gencration Limited
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2. Introduction and Brief History

23.

21.

Yalualion Report

There is a proposal before the Board of Directors of Welspun Steel Limited for the Dcmerger of
the Steel Business of Welspun Steel Limited ("Stcel Business" or'SB") along with inv€stment
in equity shares of Welspun Specialty Solutions Limited (WSSL") and Welspun Captive Powcr
Generation Limited ("WCPCL") in to Welspun Corp Limited. Preference shares ofWCL shall be
issued to the shareholders of WSL on the proposed demerger. The Steel Business along with
demerging investsnents hereinafter rcfened to as the "Demerging Undertaking". The proposed
transaction is contemplated under a scheme of arrangement under section 230 to 232 of the
Companies Act, 2Ol3 ("Scheme").

ln this regard, I have been called upon by the management of WSL and WCL ('The
Management") vide Engagement Letter dared June 16,2021 , to recommend ratio of al lotrnent for
the proposed demerger.

Accordrngly, this rcport ('\he Report" or "my Report ") sets out the findings ofmy exercise For
the purpose ofmy Report, I have considered the Valuation Date as June 25, 2021 ("Valuation
Date").

2.2.

2.4. Brief Profile ofthe Companies and the Steel Business

2.4.l.Welspun Steel Limited
Welspun steel limited (WSL') is an unlisted public company incorpomted on Junc 3. 2004
under the provisions ofthe Indian Companies Act, 1956, and has its registered ofrEce situated

at S N 650 Village Varsamedi, Taluka Anjar, District- Kutch, Gujarat- 370110. It isprimarily
engaged the busrness of manufacturing of Sponge Iron/ DRI and steel Billets/ lngots.

The issucd and subscribcd cquiw sharc capital of WSL as at March 3l- 202I is as

Share Capital Amount

(INR in crores)

Authorised:

76,07,60,000 Equrty Shares of INR l0 each

30,53,00,000 Preference Shares of INR l0 each

760.76

305.30

Issued, Subscribed end fully paid up:

44,78,13,359 Equity Shares of INR l0 each 447 .8t

follous:

Significant portion of forcgoing share capital viz. 96.61% is held by Rank Marketing LLP,
MGN Agro Propcrtics Prt Ltd and its nominees.

Thc equity shares of WSL are not listed.
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2.4.2.Welspun Specialty solutions Limited
WSSL is a listed public limited company incorporated on December 29, 1980 under the

provisions of the Indian Companies Act, 1956, and has its regrstercd office at Plot No.l,
G.I.D.C. Industrial Estatc, Valia Road, Jhagadia Dist. Bharuch - 393 I l0 Gujaral, India. It
is engaged in the business ofmanufacturing ofrolled products, lngot, Bloom, seamless pipe,

Mill scale, Slab castlng and others.

The issued and subscribed equity share capital of WSSL as al March 31,2021 is as follows:

Share Capital
Amount

(INR in crores)

Authorised:

55,00,00,000 Ordinary Shares of INR 6 each 330.00

23,50,00,0m Preferencc shares of INR l0 each 235.00

Issued, Subscribed, and paid up:

52,94,21,306 Otdinary Shares of INR f eaeh firlly paid up 317.65

5,09,04,271 l27o non-cumulative redeemable preference sharcs of
INR l0 each fully paid up

50 90

The foregorng share capital is held by the promoters to the etdent of 53.620/o and balance

46.38% is held by public.

Source: BSE website

The equity shares of WSSL are listed on BSE Limited ('BSE').

Furthel WSSL iszued 6,67,850 equity shares against exercise of ESOPs after March 31,

2021, till the dare ofthis report.

2.4.3.Welspun Corp Limited
WCL is a listed public limited company incorporated on April 26, 1995 under the provisions

of the Companies Act, 1956 and has its registered office is at Welspun City, ViUage

Versamedi, Taluka Anjar, Gujarar - 370110 and is primarily engaged in the business of
Production and Coating of High Grade Submerged Arc Welded Pipes.

The issued and subscribed equity share capital of WCL as at March 3 l, 2021 is as follows:

Share Capital Amount

(lNR in crores)

Authorised:

30,41.00,000 Equiti" Shares of INR 5 each

152 05

9,80,00,000 Preference shares of INR l0 each 98.00

Issued, Subscribed and fully paid up:

26,08,84.395 Equity Shares of INR 5 each

130.44

Source: Draft Scheme
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The foregoing share capital is held by promoterc to the extent of50.02% ad balance
49.98% is held by public

Source: BSE
The equity shares ofWCL are listed on BSE and National Stock Exchange Limited ('NSE,).

Further, WCL issued 55,00O equity sharcs against exercise of ESOPs after March 31, 2021,
tll the dete ofthis report,

2.4.4.Steel Business of WSL
Steel Underaking of WSL is primarily engaged in the business of manufacturing of Sponge

Iron/ DRI and steel BilletV Ingots.

2.4.5.Demerging Undertaking of WSL comprise its Steel Busrness, investsnent in shares ofWSSL
and shares of WCPGL.
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3. Data obtained

Valuation Report

3.1 I have called for and obtained such data information, etc. Ers were necessary forthe purpose of this

assignment, which have been, as far as possible, made available to me by the Management.

Appendix A hereto broadly summarizes the dara obtained.

3.2 For the purpose of this assignment, I have relied on such data summarized in the said Appendix

and other related information and explanations provided to me in this rtgard.
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4. Approach to Valuation

lbluation Report

4 I It is universally recognized ftat valuation is not an exact science and that cstlmaring values
neccssarily rnvolves selecting a method or an apprcach thal ls suitable for the purpose.

4.2 lt may be noted that the Institute of Chartered Accountants of India (ICAI) on June 10, 2018 has

issued the ICAI Valuation Shndads ("tVS') effec-tive for all the val"etion rcports issued on or
after July l, 2018. The IVS is mandatory for a valuation done under the Companies Ac! 2013, and

recommendatory for valuation camed out under other statutes/ reqrurcments I have given due

cogrizance to the sarne in carrying out the valuation exercise.

4.3 For the purpose of arriying at the valuation, I have considered the valuation base as 'Fair Value'.
My valuation, and this Report, is based on the premise of'going concem'. Any change in the

valuation base, or tle premise could have a significant impact on the valuatron exercise, and

therefore, fiis Report.

4.4 ryS 301 on Busrness Valualions deals with valuation ofa business ard business ownership interest
(i.e. it includes valuation of shares).

4.5 IVS 301 specifies that generally, the following three approaches fol yal,atien sf gg5lness/business

ownership interest are used:

4.5.1 Market Aooroach

4.5.1.I Market approach is a valuation approach that uses prices and other relevant information
generatcd by market transactions rnvolving identrcal or comparable (i.e., similar) assets,

liabilities or a group of assets and liabilities. The mmmon methodologies under the Market
Approach are as under.

4.5.1.1.1 Market Price Method:

This method involves determrning the market price ofan entity based on its traded

pnce on the stock exchange over a reasonable period of time.

4.5.1.1.2 Comoarable Comoanies Multiple Method ("CCM) :

This method involves valuing atr asset based on market multrple of comparable

companies as related to eamings, assets etc.

4 5.2 Income Annrorch

Income approach i5 a vslrrati6l xpproach that converts marntainable firture amounts (e.g ,

cash flows or income and exponses) to a single current (i e., discounted or capitalised)
amount. An approach based on eamings is relevant in case of companies genemting a
steady strcam of income. The steel industry is observed to be cyclical in narure. The
prqectons of WSL and WSSL as provided have not been adjusted for this cyclicity.
Hence, I have not relied on the Discounted Free Cash Flow approach.

4.5.3 Cost Aoororch
Cost Approach is a valuatron approach that reflects the amount that would be required
currently to replace the service capacity ofan assets (often referred to as curent replacement

cost). Thls apprcach is relevant in looking at value of capital-intensrve businesses.
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4.6 The Transaction involves Demerger by WSL of its Steel Busincss including investrnont in cqulty
shares of WSSL and WCPGL into WCL, Against such demerger. WCL would allot 67o Cumulative
Rcdcemablc prcference shares at par to the shareholders of WSL I have, thcrcforc, dctcrmincd
value of WSL attributcd to Demerged Undcrtaking based on sum of the parrs ("SOTP") approach,
so as to detemine the fair ratio of allotmcnt for this transaction.

4 7 Under SOTP for the Demerged Undertaking I have recognised the following parts

4.7.1. Steel Business comprised in WSL involving manufacture of steel ("Steel Business of
WSL')

4.7 2. lnve stsnent in WSSL

4.7.3 Investment in Welspun Captive power generation limited being used for captive power
consumpion in tle Steel Business of WSL.

For WCPGL I have relied on the fair valudion report dated May 21,2021 obtained by the
Managcment from TPG & Co

Each ofthe above part is valued separately and added up to determine the fair valuc of the steet
Undertaking.

4.10 For determination of value of each of the part of the Demerged Undertaking, I have used the
examined the applicability ofthe methods listed in para 4.5 above. I discuss below the approach to
valuation adopted for each part.

4.1 I Valuation of Steel Business of WSL

4.1 l. I Market Aooroach:

4.ll.l.l Market Pnce Method

The equity shares of WSL are not listed on any stock exchange. Further, the
transaction involves demerger ofan undertaking out of thc company. As the shares of
the company undergoing the demergerare not listed there is no market price reflection
avarlable for the same. Therefore, this medrod is not used for determination of the
value of tle dcmerging undenaking of WSL.

4 I I .l .2Under CCM Method

WSL is a company which is in the business of manufacture of steel billets and has had

a track record of profits. Hence, I have followed the undermentioned stcps to derive
the value of Steel Undertaking of WSL under CCM.

4 I Ll 2.1 Value based on Historic EV/ EBITDA Multiple Method
The broad steps followed to derive the va.lue based on forward Eaming
Bcfore lnterest Depreciation Tax and Amortisations ("EBITDA"), are

mcntioned hereunder:

. For the purpose of amving at the value under this method I have
considered the financial statements of WSL for the year ended March 3 I .

2021.

48

49
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Under this method, I have considered the profit before tax of the

Company for the year ended March 31, 2021, adjusted for non-operating
ald non-recurring cxpenseVincomes, intercst, depreciatron, tax and

amortisation in order to arrive ar Adjusted EBIDTA.

Calculated the Enterprise Value ("EV") of companies in similar line of
business comparable to the business being valued, hereinafter referred to
as Comparable Companies by adding the amount ofdebt and preferencc

capital as applicable to their respective Adjusted Market Capitalization
considering their market pncc based on Wcighted Average Price

CWAP) over a period of three months ended the Valuation dale . Also
computed adjusted EBIDTA for these companies to derive EV/EBIDTA
Multrples for the Comparable Companies.

I observed in case of some of the well tracked Comparable Companies

that there is an expectation ofdecline in EBIDTA per tonne rn the year

2023 ovcr the earlier year. Despite such decline there is a strong gro\r'th
momentum seen in those companies. This trend was not observed in
WSL. Since, eamings rnultiples of Comparable Companies would have

built in such grouth expectatron. I have discounted the EV/EBIDTA
multiple of the Comparable Companics b1' 20%.

The EBIDTA of WSL as computed above is then muluplied by such

discounted EViEBIDTA Multiple to obtain EV of the Steel Business as

at the Valuation Date.

The EV so amved at above is increased b-v the realizable amount of non-
operanng cash and bank balances and reduced by the amount of
borrowings, !o arrive aI the Busincss value/Equity value. It is undentood
from the Management that none of the contingent liabilities are expected

to crysta.llise. Therefore, no reduction is made for the same.

4.11.2 Cost Aporoach

It may be noted that the Steel Business is capital intensive. For arrivrng al the value under

this approach I have considered the r.alue ofassets based on their reflection in the Balance

Sheet of WSL as on March 3 l, 2021 .

However, in the final valuation, due cognizance is given to thc fact that, in going concem

valuation, eamings potential would be more relevant for determining its value.

4.11.3 Fair valuation of Steel Business of WSL:

I have arrived at the fair value of dre steel undertaking of WSL by applyin g 66 .67Vo weight
to the comparable company multiple Method atd,33.33%o weight to the Net asset value
method. Under comparable company mulhple method fair value is arrived ar using EV/
EBITDA method.
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4.12 Valuation of Investment in WSSL

Volualion Repofl

4.12.1 Under Market Aooroach:

4.12.1.I Martet Price Mcthod

Insofar as valuation of WSSL is concemed, as stat€d in para 2.4.2, its equilv shares

are listcd on BSE Therefore. I have determined the markct price of WSSL bascd

on Weighted Avcragc Price (*WAP') over a period of three months ended the
Valuation date. It may be notcd thal the shares of the WSSL arc thinlv traded

4.12.1.2 Undcr CCM Mcthod

I have observed that WSSL has incurred losses in the past. However, thc
Managemcnt prcposes to rcvamp the products and focus only on higher margin
products, for which it has already set up the capacity. I have, thcrefore, considercd
the foruard outlook for WSSL to capturc its value. I havc followed the followrng
steps to derive the valuc ofthe equity shares WSSL under CCM Mcthod.

Value besed on Forvard EV/ EBITDA Multiple Method

. For drc purpose of arriving at thc value undcr this method I have

considered thc projected financial statemcnts of WSSL for the penod

cnded March 31,2023.

Computed the forward EV/EBIDTA Multiple for thc Comparablc
Compamcs.

. The EBIDTA of WSSL as computed above is then multiplied bv such
forward EV/EBIDTA Multrple ard the value thus obtatned is the
Enterprise Value of WSSL as at the Valuation Date.

o The Enterprise Value so arrived at above is increased by the realizable
amount of non-operating cash and bank balances and reduced by the
amount of borrowings, fair value of 12% Non-Cumuldive preference

Shares so as to arrive at the Business value/Equily value as at the Valualion
Date. It is understood from the Management that none ofthe conting€nt
liabilities are expected to crystallise. Therefore, no adjushnent is made for
the same.

o I havc divided such Business Valuc anived above by the number offirlly
paid. issued and subscribed equit-v shares of WSSL as at the Valuation
Date to amve at tle value per share under the Forward EV/ EBITDA
Multiple Method.

4.12.2 Cost Aporoach

WSSL is cngaged in asset intensive business. Thereforc, this approach would achieve
pnmarv importance . However. the company has suffered losses in the past which werc
funded by debt, which brought down the asset base of the company Further, in a going
concem scenario, the relatrve eaming power, as reflected under thc Earnings based and
Market approaches, is of greater importance to the basis of amalgamation / arrangement,

l0
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with the values arrived a on the net asset basis being of limited relevance. Therefore, I
have not used the Cost Approach for valuation of WSSL forthis valuation.

4 12.3 Fair Valuation of WSSL:
Considering that the shares of WSSL are thinly traded I have given lower weight to the
value amved at under the Ma*et Price Mehod. I have amved at the fair value per share
of rhe WSSL by applying 85% weight 0o the valuc arrived at under the CCM Method and
15% weight to the value under the Market pnce method.

4.13 Sum of the perts value of WSL
The fair value ofthe Demerged Undertaking is arrived at by adding the value ofthe 50.03%
holding of wSL in wssl- aad 2.95o/o holding of wSL in wCpGL to the value of Steer
Business of WSL under each of the approaches adopted.

I have dtvided the fair value of the Demerged undertaking by the frce value of the 6%
cumulalive redeemable preference shares to be issued by WCL to amve at the total number
of shares to be issued. This is divided by the total issued equity shares of WSL to calculate
the fair allotnent rato.

Business Value as at Valuation Date

lt

Approach Weights
Total Business Value

(lNR in Crores)

Market Aooroach 330.36

Comparable Companies

Multiple Method

Based on EBITDA 66.670/0 330.36

Cost Aooroach 421.tl

Net Asset Value Method 33.33yo 42t.tt

Total lOOo/o

360.61
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5 Conclusion

Based on the foregoing, in my opinion the ratio of allotnent of preference shares in WCL is:
for every I equity share of Face Value Rs.l0 held in WSL 0.81, 60lo Cumulatrve Redeemable
Preference Share of Face Value of Rs-10 each in WCL

t2
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6 Limitations and Disclaimers

This Report is subject to the scope of limitations detailed hereinafter.

Lbluation Report

As such the Report is to be read in totality and not ln parts.

The valuation is based on the information fumished to me being complete and accurate in all matenal
respect.

I have relied on the written representalions from the Management that the information contained in
this report is materially accurate and complete in the manner of its portrayal and thercfore forms a
reliable basis for the valuation.

The rnformation prcs€nted in this rcpon does not rcflect the outmme of any financial due diligence
procedures. The reader is cautioned that the outcome of that process muld change the information
herern and, therefore, the valuation mat€rially.

My scope of work does not enable me to accept responsibility for the accuracy and completeness of
the information provided to us. I have, therefore, not performed any audit, review or examinatron of
any ofthe historical or prospecUve information ',sed and therefore, I do not express any opinion with
regard to the same.

I have relied on the judgment made by the Management and, accordingly, the valuation does not
consider the assumption of contingent liabilities materializing (other than those specified by the
Management and the Auditors). If there were anv omissions, inaccuracies or misrepresentations of
the information provided by the Managemen! then this may have the effect on ths valuation
computallons.

The Report is meant for the specific purpose mentioned herein and should not be used for any
purpose other than the purpose mentioned herein. The Report should not be copied or reproduced

without obtaining my prior written approval for any purpose other than the purpose for which it is
prcparcd.

No investigation ofthe Company's claim to the title of assets has been made for dre purpose of this

valuation and their claim to such rights has been assumed to be valid. No consideration has been

given to liens or encumbrances againsl the asseB, beyond the loans disclosed in the accourts.
Therefore, no responsibility is assumed for matters ofa legal nature. The rcport is not, nor should it
be construed, as my opining or cenirying the compliance with the provisions of any law including

company and taration laws or as regards any legal, accounting or taxation implications or issues.

6.9 The rraluation is based on the market condrtions and dle regulatory envircnment that existed at the

Valuation Dale. However, changes to the same in the futrre could impact the companies and the

industry they operde in, utich may impact the val'otion.

6 . I 0 I have no obligation to update this Report becaus€ of events or tralsactions occurring subsequent to

the date 6f fii5 PsPoIt.

I have not camed out any physical verificatron of the assets and liabilities ofthe Company and take

65

66

67

6.E

no responsibility for the identification of such assets and liabilities.

l3
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6.12 I have not considered any additional impairment on fixed assets other than that already considered
by Management.

6.13 This Report does not look into the business/commercial reasors behind the proposed transaction nor
the likely benefits arising out of it. Similarly, it does not address the relative merits of the proposed

lEnsactron as compared with any otler altemative business transaction. or other altematives, or
whether or not such altematives could be achreved or are available.

14
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7 Gratitude

Yaluation Reporl

I am gratefirl to the Management for making information and particulars avaitable to us, often al a
short notic€, to enable me to conclude my opinion in a time-bound manner.

Registered Valuer
Registrarion Number: IBBI/RV/06/2019/10666

Place: Mumbai
Date: lune 26,2021
UDIN:at to2oG 2AAA+6Q-6qq f

l5
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APPENDIX A: Broad Summary Of Data Obteined

From the Mf,nrsements:

L'aluation Reporl

l. Carved Out Balance sh€et of Ste€l Business ofWSL as atMarch 31,2021

2. Audited Financial Staements of WSSL for the period ended March 31,2021.

3. Projected financial statements for WSL and WSSL for years to end March3l,2022to March 31,
2026.

4. Draft Scheme of arrmgement for the proposed transaction.

5. Income tax Compurltion for WSL and WSSL for AY 2O2l-22

6. Valuation report for WCPGL issued by TPG and Co. dated May 21, 2021 .

7. Terms of 12% Non- cumulative redeemable preference shares issued by WSSL.

8. Answers to specific questions and issues raised by me to the Management after examining the
foregoing dot,.

9. Other information as rcqurrcd by me ftom time to time.

From oubliclv available sources:

I - Quantity of shares traded and Traded Tumover of equity shares of the Comparable Companies on
the Bombay Stock Exchange (BSE) and Natronal Stock Exchange (NSE).

Data of Comparable Companies from the dqtahese of ACE TP.

Audited financial stalements of comparable companres.

ET Intelligence for Industry analyst reports.

2.

3.

4
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